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SUBJECT: NORTHERN JAPAN IN FATALISTIC MOOD 

1 . PERHAPS INURED TO A SEEMINGLY NEVER ENDING STREAM OF BAD 
NEWS ON THE ECONOMIC FRONT, THE PEOPLE OF NORTHERN JAPAN ARE 
IN A FATALISTIC MOOD. DOUBTFUL THAT THE GOVERNMENT'S PUBLIC 
WORKS EXPENDITURES WILL REKINDLE DOMESTIC DEMAND, FRUSTRATED 
AND ANGERED BY BEING SHUT OUT OF TRADITIONAL FISHING AREAS, 
SADDLED WITH DEMAND/SUPPLY IMBALANCES, AND RESENTFUL OF 
FOREIGN CRITICISM OF JAPAN'S TRADE SURPLUS, THEY SEE NO 

CLEAR WAY OUT OF THE TANGLE OF ECONOMIC DIFFICULTIES 
PLAGUING BOTH THE REGION AND THE COUNTRY. 

2. TWO RECENT POLLS OF BUSINESSES IN HOKKAIDO AND THE 
TOHOKU DEMONSTRATED THE DEPTH OF THE PESSIMISM. OF THE 
SEVERAL HUNDRED FIRMS QUERIED, NEARLY 90 PERCENT 
RESPONDED THAT THEY EXPECTED BUSINESS CONDITIONS DURING 
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THE FIRST HALF OF THIS YEAR EITHER TO REMAIN THE SAME OR 
TO WORSEN. GROWTH IN DEPARTMENT STORE SALES LAST YEAR 
WAS THE LOWEST IN 22 YEARS. INVESTMENT IN NEW PLANTS 
IN THE TOHOKU LAST YEAR REACHED A TEN- YEAR LOW. EVEN 
THE CEMENT INDUSTRY WHICH HAS BEEN OPERATING AT CAPACITY 
TO MEET THE DEMAND GENERATED BY THE PUBLIC WORKS PROJECTS 
DOES NOT EXPECT TO MAINTAIN PRODUCTION LEVELS UNLESS 
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THERE IS A RESURGENCE OF PRIVATE DEMAND. IN AN IRONIC 
CONFUSION OF POLICY GOALS, HOKKAIDO COAL MINING COMPANIES 
HAVE INCREASED PRODUCTION IN RESPONSE TO GOJ ENERGY 
POLICY GUIDANCE, ONLY TO BE LEFT WITH SURPLUS INVENTORIES 
AS A RESULT OF LACK OF DEMAND FROM THE STEEL AND POWER 
INDUSTRIES. 

3. ALTHOUGH LESS DEPENDENT ON EXPORTS THAN ARE OTHER 
REGIONS IN IAPAN, AND CUSHIONED IN HOKKAIDO BY TRADITIONALLY 
LARGE GOI EXPENDITURES, BUSINESSMEN IN NORTHERN JAPAN 
SHARE THE NATIONAL CONCERNS TOWARDS THE EFFECTS OF THE 
SHARP YEN APPRECIATION. OFFICIAL SOURCES ESTIMATE THAT 

THE HIGH YEN RATE HAS ADVERSELY AFFECTED 60 PERCENT OF 
LOCAL MANUFACTURING INDUSTRIES WHEREAS ONLY 10 PERCENT 
HAVE BENEFITED. THE REGION'S TRADE DEFICIT LAST YEAR 
WAS THE SECOND LARGEST SINCE THE WAR DUE TO DECLINE IN 
EXPORTS OF STEEL, SHIPS AND PROCESSED FISH. BANK- 
RUPTCIES DURING JANUARY/FEBRUARY WERE RELATIVELY FEW 
BUT IT IS FEARED A LARGER THAN NORMAL SURGE WILL 
BEGIN IN MARCH. UNEMPLOYMENT IN NORTHERN JAPAN, 

ESPECIALLY IN THE TOHOKU IS ABOVE THE NATIONAL 
AVERAGE AND A RASH OF BUSINESS FAILURES COULD, ACCORDING 
TO ONE ESTIMATE, LIFT UNEMPLOYMENT LEVELS TO THE 
4-6 PERCENT RANGE. 

4. REFLECTING THEIR RELATIVELY SOPHISTICATED UNDER- 
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STANDING OF INTERNATIONAL COMMERCE, OUR LOCAL CONTACTS 
HAVE BEEN RELUCTANT TO ASCRIBE THE YEN'S APPRECIATION 
TO SIMPLE CAUSES. THEY RECOGNIZE THAT SO LONG AS 
JAPAN RUNS AT OUTSIZED CURRENT ACCOUNT SUPLUS THE YEN 
WILL COME UNDER UPWARD PRESSURE. FURTHERMORE, THEY 
READILY NOTE THAT MUCH OF THE ACTIVITY ON THE TOKYO 
FOREIGN EXCHANGE MARKET IS GENERATED BY LARGE JAPANESE 
TRADING FIRMS. BUT THERE IS AN EXASPERATED UNDERTONE 
CRITICAL OF US DOLLAR DEFENSE EFFORTS. THE FEELING IS 
STRONG THAT JAPAN HAS TAKEN MAJOR STEPS TO DEAL WITH 
ITS CURRENT ACCOUNT SURPLUS AND THAT THE US SHOULD 
RECIPROCATE BY REDUCING ITS TRADE DEFICIT AND ADOPTING 
AN EFFECTIVE ENERGY POLICY. 

5. DESPITE CONTINUING TRADE FRICTIONS, GOODWILL 
TOWARDS THE US REMAINS HIGH. IN MEETINGS WITH CIVIC 
GROUPS, ACADEMICIANS, POLITICIANS AND THE MEDIA, WE 
HAVE ENCOUNTERED NO CHANGE IN THE BASIC FRIENDLINESS. 

FOR ONE THING, THE US BENEFITS IN NORTHERN JAPAN FROM 
SOVIET CLUMSINESS IN HANDLING ITS RELATIONS WITH JAPAN. 

THE NORTHERN TERRITORIES ISSUE IS VERY MUCH ON THE 
SURGACE OF PEOPLE'S CONSCIOUSNESS HERE, AND THE 
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FISHERIES NEGOTIATIONS AFFECT THE LIVELIHOODS OF A 
LARGE PORTION OF THE POPULATION. THE GROWING SOVIET 
NAVAL PRESENCE HAS BEEN NOTED WITH ALARM IN THE PRESS 
AND EVEN BY OPPOSITION PARTY MEMBERS. BY COMPARISON, 

FRICTIONS WITH THE US SEEM LESS DANGEROUS. AT LEAST 
THE CHANNELS OF COMMUNICATION ARE OPEN AND WORKING. 

BUT MORE FUNDAMENTALLY WE HAVE THE IMPRESSION THAT 
THERE IS A SENSE THAT THESE ECONOMICALLY TROUBLED 
TIMES HAVE MADE THE RELATIONSHIP WITH THE US EVEN 
MORE IMPORTANT. 

WESTMORE 
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